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LESOTHO: KEY ECONOMIC INDICATORS 


(In Million dollars unless otherwise noted) 


7T/T8 78/79 79/80 


Gross National Income 380.6 472.1 574.1 
Gross Domestic Product 213.9 286.3 339.5 
Population 1,239,400 1,261,800.0 1,289,900.0 
Per Capita Income 328.9 373.7 445 1 
Per Capita GDP 173.6 227.3 263.2 


Imports 202.6 244.5 368.7 
Exports 14.0 36.2 43.2 
Basotho Earnings Abroad 168.1 186.8 235.9 
Foreign Assistance (Estimate) 119.0 147.6 


PRINCIPAL EXPORTS 


Diamonds 
Mohair 
Wool 


PRINCIPAL IMPORTS 


Food & Livestock 

Beverages & Tobacco 

Fuels & Lubricants 

Chemicals 

Machinery & Transport Equipment 
Manufactured Goods 


10.9 
20.9 
12.5 
29.2 
61.9 


A NM & oC 


GOVERNMENT ACCOUNTS 76/TT 79/80 


Receipts 60.3 97.5 126.4 
Capital Expenditure 35.1 52.8 66.9 
Current Expenditure (do not 59.1. 51.9 51 «> 
include all Foreign Assistance) 


Real GNI 196.1 217.3 228.8 
Real GDP 109.7 130.9 132.6 
Real Earnings Abroad 86.4 86.4 96.2 
Price Indes (70/71 Base) 1.94 2.17 2.50 


Note: Figures are based on Lesotho Government, World Bank and 
International Monetary Fund Data. The price index is based upon 
changes in both domestic and South African prices, a mix of which 
is available to-Basotho €onsumers. From April 1976 until March 
1979 M1.00 (or R1.00) = $1.1522. From March 1979 Maloti steadily 
appreciated to a high M1.00 = 1.35 in October 1980. Since then 
fhe Maloti depreciated to M1.00 = $1.19 in June 1981. 





OVERVIEW 


Lesotho is a small, mountainous, landlocked country bordered on all 
sides by the Republic of South Africa (RSA). I€ has few natural 
resources apart from modest diamond deposits and the hydroelectric 
power potential of its swift-running rivers. Only about 13 percent 

of Lesotho's land area is arable, and large areas, particularly in 

the lowlands around Maseru, the capital, suffer from erosion, 
population pressures, and overgrazing. A bare subsistence income can 
be attained by growing wheat, maize, and sorghum and herding cattle, 
sheep, and goats. As a result of both the limited domestic 

employment opportunities and the higher wages available in the RSA, 
more than 50 percent of the male Basotho labor force has traditionally 
sought employment there, mostly on short-term contracts in the 

mining sector. Out of a total population of about 1.3 million, 

over 200,000 work in South Africa. Of these, 130,000 work in 

South African mines. The remittances of these workers constitutes 

over a third of national income and help to finance a large trade 
deficit in Lesotho's balance of payments. Foreign assistance is 
responsible for another third of the national income. For fiscal 

year 1981-82 the Lesotho Government: estimates it will receive 

$140.7 million from aid donors. It shnulddbe noted that a significant 
portion of that assistance is in the form of advisers' and technicians' 
services. 


FOREIGN TRADE 


Surrounded by South Africa, Lesotho not surprisingly has South Africa 
as its principal trading partner. Nearly all of Lesotho's commercial 
imports are South African products or products imported through 

South African firms. South Africa provides employment opportunities 
for the Basotho and is also the primary purchaser of Lesotho's 
exports. Equipment and supplies financed by foreign assistance are 
often obtained from the donor countries. 


In 1978, imports were valued at $272.6 million. Lesotho's major 
é@xports are diamonds, mohair, and wool. Exports were valued at 
$26.2 million, approximately one-tenth of total imports. Lesotho's 
exports of diamonds increased sharply with the opening of De Beers' 
mine at Letseng-La-Terai. The carat per ton of ore output is 
relatively low, but its production of larger (and higher value ) 

gem quality stones is higher than normal. It is hoped that 
vegetable exports will continue to grow and eventually become a 
major part of the economy. The quality of mohair exported has 
remained at nearly the same level in recent years, but the value 

of production has increased sharply with the world price for mohair. 


DEVELOPMENT 


Lésotho is attempting to create gobs domestically in order to reduce 
dependence on job opportunities in South Africa. Light industry, 
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tourism, and agriculture are three areas in which the Lesotho 
Government hopes will provide additional employment. 


The Lesotho National Development Corporation (LNDC) is a 
government-owned corporation created to promote industries, 
tourism, mining and commercial ppojects in Lesotho. To date, most 
LNDC subsidiary companies have been operating marginally. The 
financial problems of the subsidiaries appear to be the result 

of undercapitalization, poor marketing and poor management. 

To attract new firms and investments to Lesotho, the LNDC and the 
Lesotho Government offer the fohlowing incentives: a 6 year 

tax holiday under the Pioneer Industries program, a non-national- 
ization policy: assurance of profit repatriation; industrial 
sites, buildings, and utilities; equity or loan participation; 
and feasibility studiesi 


While traditionally private foreign investment and business in 
Lesotho has been South African, there are a few British and other 
European businesses as well as a number of Taiwanese commercial 
and industrial ventures. Recent additions include an electrical 
equipment plant, a brick factory, a candle factory, and a lamp 
factory. Investments are increasing, with activity centering on 
Maseru and Maputsoe. Both cities have shopping centers, and 
another is being constructed in Maseru, as well as a new brewery. 


The potential for expansion of tourism seems to have declined due 
to saturation, competition, and apparent disinterest in the more 
rugged and scenic areas of Lesotho by developers and tourists 
alike. Maseru now has three major hotels, but buginess has 
slackened as competing resorts have been opened elsewhere in 
Southern Africa. Tourist demand for Lesotho's rugged and scenic 
mountains seems to have been overestimated since 95 percent of 
visitors to Lesotho never leave Maseru. 


Agricultural production in Lesotho has not improved and may be 
declining, despite concentration of foreign assistance on 
agriculture. Many heads of households choose not to farn, 
usually opting for the higher earnings available in the South 
African mines. 


In an attempt to improve agricultural prospects international 
aid projects have assisted with road improvement, reorganization 
of marketing boards, agricultural development and research 
projects and séil conservation schemes. 


Foreign assistance is also contributing in the areas of health 
Care, vocational training, transportation, education, nutrition, 
sanitation, water supplies, animal husbandry, and others. 


FINANCE AND CUSTOMS 


Lesotho is part of the Rand Monetary Area and the South African 
Rand is legal tender in Lesotho along with Lesotho's Maloti is 
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tied to and backed by the Rand. All foreign exchange transactions are 
subject to Rand Monetary Area restrictions. Barclays Bank, Standard 
Bank and Lesotho Bank have offices in Maseru and offer a full range of 
commercial banking services. 


Lesotho is a member of the South African Customs Union which 
establishes free interchange of goods between its member states, 
Lesotho, Botswana, South Africa, and Swaziland. Therefore, Lesotho 
products have duty-free entry into the South African market. 
Furthermore, equipment to be used for “development purposes" in 
Lesotho can be imported duty-free. Lesotho products are granted 
duty-free entry into the European Economic Community under the 
provisions of the Lome' Convention. Designated products from 
Lesotho are also eligible for duty-free entry into the United States 
under the Generalized System of Preference. 


LESOTHO HIGHLANDS WATER PROJECT 


The Lesotho Highlands Water Project is designed to provide water to 
South Africa by damming the Orange River and some of its tributaries 

in the Lesotho Highlands, and diverting the flow'‘of these révers to 
South Africa. Hydroelectric power generation would be a by-product 

of the project. The total cost of the project has been estimated 

at between 1 and 4 billion dollars, depending upon the various 

options included. It could prove to be the nation's single greatest 
source of revenue. Although the project has not been formally initiated 
it is expected that tenders for a detailed feasibility study will 


be offered in Autumn 1981. The first stages of the project may be 
completed by the early 1990's. 


IMPLICATIONS FOR THE UNITED STATES 


Except for United States’ economic assistance to Lesotho, the two 
countries have nearly no economic ties. Lesotho does export a 
limited amount of handicrafts to the United States as well as some 
mohair. The few U.S. products commercially distributed in Lesotho 
are bought from South African wholesalers. The Highland water 
Project is one area that offers potential for U.S. firms. it is a 
large project of a kind in which U.S. firms have a great deal of 
experience and expertise. Completion of the project would also do 
much to further the economic development of Lesotho, which the 
United States is actively supporting. 
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